With this study we are the first to systematically compare today's two major counterparts as a source of accounting and financial data for researchers: Compustat North America by Standard & Poor's and Worldscope by Thomson Financial. This investigation is conducted for U.S. and partly Canadian data over an extensive period from 1985 to 2003. We examine more than 650 data items available in both databases and address the question of whether or not the decision for one or the other source may have an impact on the outcome of research projects. It is probably commonly assumed that this impact is minor, but it also leaves room to question certain results. We show that the use of both databases should lead to comparable results, but also find that if, e.g. a size bias, is not treated with care the quality of results may differ considerable. Furthermore after 1998 the number of firms covered by Worldscope exceeds the one covered by Compustat by about one fourth. * All remaining errors are our own. We would like to thank Ernst Maug and Ingolf Dittmann for helpful discussions and comments. We gratefully acknowledge support by the Rudolf von Bennigsen-Foerder foundation and the Deutsche Forschungsgemeinschaft through the SFB 649 "Economic Risk".
Introduction
In recent years empirical questions and analyses are getting more and more attention within the fields of financial and accounting research. More than 70% of papers in leading financial and accounting journals are build on or backed up by empirical research. A significant number of these papers require accounting data to perform investigations. These underlying data deserve considerable attention, as the validity and power of the results rely on a well prepared dataset. In this study we investigate whether the choice of the data source may has a considerable impact on the outcome of an empirical research project. Specifically, we compare two competing data sources for financial and accounting data that are commonly used among researchers: Com- 9,000 firms are from the U.S. with detailed balance sheet and income statement data.
CRPS (Center for Research in Security Prices) provides market data for U.S. firms 1 .
In empirical research the database is one major source for questionable results due to an underlying selection distortion. This leads to the motivation for this study.
The problem of whether or not results might have been influenced by the choice of using Compustat or Worldscope, has not yet been addressed. In order to examine this question we will describe both databases and point out considerable differences that we are able to identify. This is driven by the interest to determine the scope of an advantage to choose one or the other data source. Because of financial and time constraints research projects generally do not have the resources to use and match both data sources as their empirical basis.
How is it possible that the derived datasets differ when either Compustat or
Worldscope is used? First, Standard & Poor's and Thomson Financial do not only rely on the documents disclosed by companies, like annual or quarterly reports, they also use contact to firm insiders, e.g. investor relation teams to infer more detailed information. Second, Thomson Financial and also Standard & Poor's established its own standard as to how certain accounting items are reported in their system in order to ensure comparability among data for different companies. Third, there are differences as to which and how many firms are included in either database.
Although the discrepancy in data coverage has decreased considerably as both data providers broadened their firm base. For analyses of longer time series this aspect is still important. The reason for the difference in data coverage can most probably be explained by the origin of both data providers. In contrast to Standard & Poor's, Worldscope was originally developed by fund managers who wanted to systematically store accounting information of potential investments. This for instance may explain why Worldscope especially in early years suffers from a size effect. More important, more interesting and better visible firms, i.e. large firms, were added to the database first. While Worldscope now seems to be committed to add historic data to their database, the effect is still noticeable. To name only the main difficulties: the codes to access data items are different, some data items may be stored in arrays and cannot be identified directly, firms and securities are distinguished via different methods, both databases use their own jargon or terminology in handbooks and access software. We will show that in most cases it would indeed not be worth the effort to work with both data sources as only minor changes of the results can be expected. Yet, there are conditions in which a researcher should a priori decide for one or the other data source.
The results of the study can be summarized in three major points. The rest of this study is organized as follows. Section 2 will introduce the relevant literature. Since this topic has not yet been addressed by other studies we give an overview of studies that examine different financial and accounting databases.
In the third section of this paper we give detailed descriptive statistics for both datasets. This analysis contains the data coverage also with respect to certain quality requirements. Furthermore, we present detailed statistical descriptions for the most relevant accounting data items. This section also evaluates the usability of each dataset for time series purposes. Next, we investigate the data quality of accounting information in both databases. Finally, this section concludes with a statement as to the frequency of data errors, e.g. typos. The fourth section compares data of both datasets on firm levels which one would suspect to be equal. The fifth section presents results of a typical research question in finance and accounting. We value firms based on multiples of both datasets and compare the outcomes. Finally, the sixth section concludes. Papers examining accounting or financial data sources usually choose a very limited perspective. Some papers concentrate on reviewing the number of observations covered. While others point out one or two specific phenomena or errors of a specific data source. We aim to take a look from a broader perspective, by also including statistics that describe and compare the useability of data items with regard to standard empirical applications in finance, e.g. multiple valuation, DCF valuation or time series analysis. One paper that compares two accounting databases is Kern and Morris (1994) .
Related Literature
They only focus on two variables. They present differences and similarities of the Compustat and ValueLine databases based on total assets and sales information.
The mean differences of these two variables increase significantly from 1971 to 1990.
The error tolerance used for this calculation is $10,000. This could lead to distorted results because the effect is larger for small than for large firms. They also present differences in effective tax rates to show variation. Bennin (1980) A similar result comes from Schoar (2002) . She shows that Compustat data produce different results in favor of a diversification discount.
3 Database Structure and Descriptives
Database Structure
We have developed two datasets of an equal data structure for the analysis, one with Worldscope data and one with Compustat data. Both datasets include only information on firm levels. Since Worldscope and Compustat also contain information on security levels it was the first step to clearly distinguish between these two data classes. In Worldscope all firms related entries are identified by the variable Perm ID (06105), where the last digit is zero in case of an entry on firm level or it is any other number in case of a security level entry. In Compustat entries are identified by their CUSIP number which serves as key for both security and firm level data. CUSIP represents the national identification number for firms from the United States and Canada. Furthermore, there is a "Global Venture Key" (GVKEY) which serves as a key for firm entries only.
Both databases distinguish between data items that have time series characteristics, i.e. change over time (total assets, net income, number of shares, monthly closing price), and items that relate to the current state and are assumed to stay relatively constant over time (name, address, country It starts with a high number of 7,124 firms and rise to 10,269 in 1998 which is an 8 
Descriptive Statistics
This section will discuss statistical properties of both datasets in the following regards. First, we group firms by the level of detail for which data are available. Second, we present statistics for the most frequently analyzed accounting items. Third, we compare the data availability for time series analysis and comment on the frequency of typing errors.
Firms grouped by the level of detail
From a practical perspective the plain number of observations does not describe the usability of a dataset very well. It is also important that for a given firm and year sufficient data items are available to analyze or use an economic model. We examine the level of detail of the available information for two practical research scenarios.
The first scenario captures the usability given that one intends to perform a firm valuation based on multiples. The second observes the data situation that one is interested in a discounted cash-flow (DCF) or residual income (RI) model. Since a multiple valuation is less demanding in terms of required accounting information, we will call all firms with sufficient data being of "basic quality" and all firms with sufficient accounting information for a DCF or RI model being of "high quality".
For the basic quality category we require the following items to be available, information in parentheses specifies the corresponding Compustat and Worldscope item: total assets (at, 02999), total liabilities (lt, 03351) sales (sale, 01001), net income (ni, 01551 ), EBIT (ebit, 18191), EBITDA (oibdp, 18198), SIC code (sich, 19506) .
For the high quality category we require that each firm-year observation completely covers the additional accounting items: current assets (act, 02201), current liabilities (lct, 03101), net property plant and equipment (ppent, 02501), depreciation, depletion and amortization (dp, 01151), taxes (txt, 01451), dividends (dvc, 04551), pre-tax income (pi, 01401), long-term debt (dltt, 03251), minority interest on balance sheet (mib, 03426). The following negative values are based on returns and discounts. The 25th-percentile is close to zero, which gives an indication of the number of small firms in either database. The mean of net sales differs significantly between the two databases. It can also be seen that there is a large difference between mean and also median values, which indicates a different firm size structure in both datasets. The standard deviation supports these findings. The difference between the two databases is significant. Figure 2 to figure 4 support this finding. We plot the distribution of the natural logarithm of In 1997 net sales, cost of goods sold, total assets, total debt and capital expenditure the number of firms stays almost constant. For depreciation, depletion and amortization, total assets, total debt and common equity the means are not significantly different. For the other variables we see highly significant differences. Summarized, the differences between the two databases are significant but given the fact that the number of firms is not equal we see similar distributions in general.
Statistics for key accounting items

Usability for times series analysis
Many economic models are built on the analysis of time series data. In order to compare the usability of the Worldscope and Compustat database for this purpose we investigate for a set of key variables the number of firms with a complete history dating back to a certain year.
This information is presented in Common equity declines from 81.08% in 1986 to 71.00% in 1999 and then increase to 78.77%. Net income has a constant low level between 55% and 65%. Overall one can see that the matching quality is high for the important variables.
Multiple Valuation
This paper not only presents descriptive information about the two databases. We will also document the performance for one typical research question in finance and accounting. The approach is based on a multiple valuation procedure. The result is a comparison between the estimated enterprise value and the observed enterprise value.
We use two independent datasets from each database with the same restrictions. We do not require that a company has to be available in both datasets.
This method calculates the enterprise value to earnings multiple for firm k as followed:
Market capitalization is calculated by the number of shares outstanding multiplied by the unadjusted share price. EBIT refers to earnings before interest and taxes. We subtract cash and short term investments as well as the corresponding revenue figure to get a multiple that represents the operating activities of a firm.
The assumption is that there exists a local linear relationship between the value of the firm and the multiple that can be written as:
Here EV k,t is the enterprise value of the firm k at time t, E refers to earnings of firm k, ß is the estimated multiple of peer group G for firm k, where each comparable 
Here k is the absolute percentage estimation error. For firm k at time t it is defined through
We have several limitations that we apply to both datasets. It turns out that there are significant differences between the two databases. In 1995 and 1996 the number of firms is similar. In the following years the number 25 
Conclusion
This paper documents that there are some similarities but also significant differences between the Compustat and Worldscope databases. The overall conclusion is that 
